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ROBERTSON & CARPENTER CPAs, PC.

CERTIFIED PUBLIC ACCOUNTANTS
PO.Box 69 + 103 E. Main Street « Rose City, Michigan 48654
Phone (989) 685-2411 + Fax (989) 6852412
Other office: Mio, Michigan

Rodney C. Robertson, CPA
Robert J. Carpenter, CPA

INDEPENDENT AUDITOR'S REPORT

Library Board
Ogemaw District Library
Ogemaw County, Michigan

We have audited the accompanying financial statements of the governmental activities, and the major
fund of the Ogemaw District Library as of and for the year ended September 30, 2005, which
collectively comprise the Ogemaw District Library's basic financial statements as listed in the table of
contents. These financial statements are the responsibility of the Ogemaw District Library's
management. Our responsibiiity is to express opinions on these financial statements based on our
audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation.
We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above, present fairly, in all material respects, the
respective financial position of the governmental activities and the major fund of the Ogemaw District

America.
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The management's discussion and analysis and budgetary comparison information on page 3 through
page 8 and page 20 are not a required part of the basic financial statements but are supplementary
information required by accounting principles generally accepted in the United States of America. We
have applied certain limited procedures, which consisted principally of inquiries of management regarding
the methods of measurement and presentation of the required supplementary information. However, we
did not audit the information and express no opinian on it.

Our audit was conducted for the purposes of forming opinions on the financial statements that collectively
comprise the Ogemaw District Library's basic financial statements. The accompanying other supplemental
information, as identified in the table of contents, is not a required part of the basic financial statements tut
is presented for the purpose of additional analysis. The other supplemental information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and, in our
opinion, is fairly stated in all materiai respects in relation to the basic financial statements taken as a whole..

Qgiﬁd&m%; ov Conppeian CPls Do,

Robertson & Carpenter CPAs, P.C.
Certified Public Accountants
January 15, 2006




Management’s Discussion and Analysis

As management of Ogemaw District Library (the “Library”), we offer readers of the Library’s
financial statements this narrative overview and analysis of the financial activities of the Library for
the fiscal year ended September 30, 2005.

Financial Highlights

* The assets of the Library exceeded its liabilities at the close of the most recent fiscal
year by $483,233 (net assets). Of this amount, $482,623 (unrestricted net assets) may
be used to meet the Library’s ongoing obligations.

* The Library’s total net assets increased by $27,129.

* As of the close of the current fiscal year, the Library’s general fund, the only govern-
mental fund, reported an ending fund balance of $295,133, an increase of $37,481 in
comparison with the prior year.

* At the end of the current fiscal year, unreserved fund balance for the general fund was
$294,523 or 152 percent of total general fund expenditures.

Overview of the Financial Statements

This discussion and analysis are intended to serve as an introduction to the Library’s basic financial
statements. The Library’s basic financial statements comprise three components: 1) Government-wide
financial statements, 2) fund financial statements, and 3) notes to the financial statements. This report
also contains other supplementary information in addition to the basic financial statements themselves.

Government-wide financial statements. The government-wide financial statements are designed to
provide readers with a broad overview of the Library’s finances, in a manner similar to a private-sector
business.

The statement of net assets presents information on all of the Library’s assets and liabilities, with the
difference between the two reported as net assets. Over time, increases or decreases in net assets may
serve as a useful indicator of whether the financial position of the Library is improving or
deteriorating.

The statement of activities presents information showing how the Library’s net assets changed during
the most recent fiscal year. All changes in net assets are reported as soon as the underlying event
giving rise to the change occurs, regardless of the timing of related cash Sflows. Thus, revenues and
expenses are reported in this statement for some items that will only result in cash flows in future
fiscal periods.




Both of the government-wide financial statements present functions of the Library that are principally
supported by taxes and intergovernmental revenues (governmental activities). The governmental
activities of the Library consist of culture-related activities. The Library does not have any busi-
ness-type activities as of and for the year ended September 30, 2005.

The government-wide financial statements can be found on pages 9-10 of this report.

Fund financial statements. A Jund is a grouping of related accounts that is used to maintain control
over resources that have been segregated for specific activities or objectives. The Library, like other
state and local governments, uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements. All of the funds of the Library can be divided into one category:
governmental funds.

Governmental funds. Governmental Junds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However, unlike the
government-wide financial statements, governmental fund financial statements focus on near-term
inflows and outflows of spendable resources, as well as on balances of spendable resources available
at the end of the fiscal year. Such information may be usefu] in evaluating a Library’s near-term
financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By
doing so, readers may better understand the long-term impact of the government’s near-term financing
decisions. Both the governmental fund balance sheet and the governmental fund statement of
revenues, expenditures, and changes in fund balances provide a reconciliation to facilitate this
comparison between governmental Junds and governmental activities.

The Library adopts an annual appropriated budget for its gencral fund. Budgetary comparison
statements or schedules have been provided for the General Fund herein to demonstrate compliance
with the budget.

The basic governmental fund financial statements can be found on pages 11-12 of this report.
Notes to the financial statements. The notes provide additional information that is essential to a full

understanding of the data provided in the government-wide and fund financial statements. The notes to
the financial statements can be found on pages 14-19 of this report.




Government-wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial
position. In the case of the Library, assets exceeded its liabilities by $483,233 at the close of the most
recent fiscal year.

A portion of the Library’s net assets (41%) reflects its investment in capital assets (e.g., land,
buildings, books and audio-visual materials, and equipment). The Library uses these capital assets to
provide services to the community; consequently, these assets are #of available for future spending.

Library’s Net Assets
Governmental Governmental
Activities Activities

September 30, 2005 September 30, 2004

Current and Other Assets 5 309,056 $ 270,434

Capital Assets, Net 196,532 205,730

Total Assets $ 505,588 $ 476,164

Current Liabijlities 13,923 12,782

‘Total Current Liabilities 3 13,923 $ 12,782
Long-term liabilities

Compensated absences 3 8,432 3 7,278

Total Long-term liabilities 8,432 7,278

Net Assets:

Invested in Capital Assets 196,532 205,730

Restricted for Building 610 0

Unrestricted 286,091 250,374

Total Net Assets 3 483,233 3 456,104
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The Library’s net assets increased by $26,519 during the current fiscal year. Unrestricted net assets-—
the part of net assets that can be used to finance day to day operations, increased by $27,129 or 11%,

Governmental
Activities

September 30, 2004

4,530
1,500

53,654
10,230
129,522
2,625
4,700

206,761

200,925

200,925

during fiscal year 2005,
Library’s Changes in Net Assets
Governmental
Activities
September 30, 2005
Revenue:

Program Revenue:

Charges for services $ 4,421
Operating Grants and Contributions 2,050

General Revenue;

Property Taxes 35,587

State-Shared Revenues 10,195

Penal Fines 149,083

Interest and Rent Earnings 3,399

Other 6,218
Total Revenue $ 230,953
Expenses:

Culture b 203,824
Total Expenses $ 203,824
Increase in Net Assets 27,129

Net Assets, Beginning of Year 456,104
Net Assets, End of Year $ 483,233

5,83¢

450,268

Financial Analysis of the Government’s Funds

456,104

As noted earlier, the Library uses fund accounting to ensure and demonstrate compliance with

finance-related legal requirements.




As of the end of the current fiscal year, the Library’s governmental fund reported an ending fund
balance of $295,133, an increase of $37,481 in comparison with the prior year. The unreserved Sfund
balance, which is available for spending at the Library’s discretion, constitutes 100% of this total
amount.

The only governmental fund is the General Fund of the Library. As a measure of the general fund’s
liquidity, it may be useful to compare both unreserved fund balance and tota fund balance to total

fund expenditures. Unreserved fund balance and total fund balance each represent approximately
152% of total general fund expenditures.

The fund balance of the General Fund increased by $37,141 during the current fiscal year.

General Fund Budgetary Highlights

The Library’s budgets are prepared in accordance with Michigan Law. The only budgeted fund is the
General Fund. The General Fund budget was amended in a legally permissible manner as a result of
the increased penal fine revenue.

Capital Asset and Debt Administration

Capital assets. The Library’s investment in capital assets for its governmental activities as of
September 30, 2005, amounted to $196,532 (net of accumulated depreciation). Investment in capital

Library’s Capital Assets
(net of depreciation)

Land $ 4,500 $ 4,500
Buildings 73,773 76,992
Furniture and Fixtures 3,119 3,372
Machinery and Equipment 1,450 5,918
Books, Audio-Visual materials, etc. 113,690 114,948
Total $ 196,532 $ 205,730

Additional information on the Library’s capital assets can be found in note 5 on page 18 of this report.




Factors Bearing on the Library’s Future

The following factors were considered in preparing the Library’s budget for the 2005-2006 fiscal year:

* The penal fine money received by the library varies from year to year. For 2004-2005,
the Library received $149,083 in penal fine money, representing 65% of the revenues
in the General Fund. The amounts of penal fine revenues for future periods are
uncertain and will affect the Library’s future budgets. The Library’s millage provides
approximately $56,000 of revenue per year. Our budgets were prepared with these
factors in mind and will need to be revised as needed.

Requests for Information

This financial report is designed to provide a general overview of the Library’s finances for all those
with an interest in the government’s finances. Questions concerning any of the information provided
in this report or requests for additional financial information should be addressed to:

Ogemaw District Library
Librarian’s Office

107 W. Main Street

Rose City, Michigan 48654




Ogemaw District Library
Statement of Net Assets
September 30, 2005

Governmental
Activities
Assets
Cash and cash equivalents (Note 3) $ 308,399
Receivables:
Other governmental units:
Other (Note 4) 657
Capital assets-net 196,532
Total assets 505,588
Liabilities
Accounts payable 4,895
Accrued and other liabilities 6,404
Deferred revenue (Note 4) 2,624
Long-term liabilities:
Due in more than one year (compensated absences) 8,432
Total liabilities 22,355
Net Assets
Invested in capital assets 196,532
Restricted for building 610
Unrestricted 286,091
Total net assets $ 483,233

See accompanying notes to financial statements.
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Ogemaw District Library
Statement of Activities
Year Ended September 30, 2005

Governmental
Program Revenues Activities
Net (Expense)
Revenue and
Charges for Operating Changes in
Expenses Services Grants Net Assets

Functions/Programs
Governmental Activities
Recreation and culture $ 203,824 § 4,421 % 2050 $ (197,353)

Total governmental

activities $ 203,824 % 4421 % 2050 $ (197,353)
General Revenues:

Property taxes 55,587
State-shared revenues 10,195
Penal fines 149,083
Interest and investment earnings 3,399
Other 6,218
Total general revenues 224,482
Change in Net Assets 27,129
Net assets - beginning of year 456,104
Net assets - end of year $ 483,233

See accompanying notes to financial statements.
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Assets
Cash and investments (Note 3)
Receivables:
Other governmental units:
Other (Note 4)
Total assets

Liabilities

Accounts payable

Accrued and other liabilities

Deferred revenue (Note 4)
Total liabilities

Ogemaw District Library
Governmental Funds

Balance Sheet

September 30, 2005

General
Fund

$ 308,399

$ 309,056

$ 4,895
6,404
2,624

13,923

Fund balances

Reserved for building 610
Unreserved:

Undesignated 294,523
Total fund balances 295,133
Total liabilities and fund balances 3 309,056
Fund Balances - Total Governmental Funds $ 295,133

Amounts reported for governmental activities in the statement of net assets
are different because:
Capital assets used in governmental activities are not financial
resources, and are not reported in the funds.

The cost of capital assets is $ 399252
Accumulated depreciation is (202,720)
196,532
Long term liabilities are not due and payable in the current period
and are not reported in the fund statements
Compensated absences - (8,432)
Net Assets of Governmental Activities $ 483,233

See accompanying notes to financial statements.
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Ogemaw District Library
Governmental Funds
Statement of Revenues, Expenditures and Changes in Fund Balances
Year Ended September 30, 2005

General
Fund
Revenues
Property taxes $ 55,587
State-shared revenues 10,195
Local grants 2,050
Charges for services 4,421
Penal fines 149,083
Interest earnings 3,399
Other 6,218
Total revenues 230,953
Expenditures
Current:
Recreation and culture 170,328
Capital outlay 23,144
Total expenditures 193,472
Net changes in fund balances 37,481
Fund balances - Beginning of year 257,652
Fund balances - End of year $ 295,133

See accompanying notes to financial statements.
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Ogemaw District Library
Governmental Funds
Reconciliation of the Statement of Revenues, Expenditures and Changes
in Fund Balances of Governmental Funds to the Statement of Activities
Year Ended September 30, 2005

Net Change in Fund Balances - Total Governmental Funds $ 37,481

Amounts reported for governmental activities are different because:

Government funds report capital outlays as expenditures;
in the statement of activities these costs are allocated
over their estimated useful lives as depreciation.

Depreciation expense $ (32,342)
Capital Outlay 23,144
(9,198)
Increase in compensated absences are reported as
expenditures when financial resources are used
in governmental funds. (1,154)
Change in Net Assets of Governmental Activities $ 27,129

See accompanying notes to financial statements.
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Ogemaw District Library
Notes to Financial Statements
September 30, 2005

Note 1 - Summary of Significant Accounting Policies

The accounting policies of the Ogemaw District Library ("the Library") conform to accounting principles
generally accepted in the United States of America (GAAP) as applicable to governmental units. The
following is a summary of the more significant policies used by the Library:

Reporting Entity

The Ogemaw District Library is governed by an appointed eight member Library Board. The
accompanying financial statements have been prepared in accordance with criteria established by the
Governmental Accounting Standards Board (GASB) for determining the various governmental
organizations to be included in the reporting entity. These criteria include significant operational financial
relationships that determine which of the governmental organizations are a part of the Library's reporting
entity, and which organizations are legally separate, component units of the Library. Based on the
application criteria, the Library does not contain any component units.

Government-wide and Fund Financial Statements
————=" e and rund Fihancial Statements

The government-wide financial statements (i.e., the statement of net assets and the statement of
changes in net assets) report information about the Library as a whole. Governmental activities are
supported by taxes and intergovernmental revenues.

The statement of activities demonstrates the degree to which the direct expenses of a given function or
segment are offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function. Program revenue includes (1) charges to customers or applicants who purchase, use
or directly benefit from goods, services, or privileges provided by a certain function and {(2) grants and
contributions that are restricted to meeting the operational or capital requirements of a particular function.
Taxes and other items not properly included among program revenues are reported instead as general
revenue.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting. Revenue is recorded when earned and expenses are
recorded when a liability is incurred, regardless of the timing of the related cash flows. Property taxes are
recognized as revenue in the year for which they are levied. Grants and similar items are recognized as
revenue as soon as all eligibility requirements imposed by the provider have been met.

Government fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenue is recognized as soon as it is both

14




Ogemaw District Library
Notes to Financial Statements
September 30, 2005

Note 1 - Summary of Significant Accounting Policies (Continued)

The General Fund is the Library's operating fund. It accounts for ali financial resources of the Library.
The General Fund is the Library's only fund.

Amounts reported as program revenue include: (1) charges to customers for goods, services or
privileges provided and (2) operating grants and contributions. General revenue includes all taxes.

Assets, Liabilities, and Net Assets or Equity

Bank Deposits and Investments - Cash and cash equivalents include cash on hand, demand
deposits, and short-term investments with a maturity of three months or less when acquired.
Investments are stated at fair value.

Receivables and Payables - The taxpayers of the Library have their properties assessed as of
December 31 and the related property taxes are levied and become a lien on December 1 for 100% of
the taxes which are due February 28. The 2004 taxable value of the Library was $198,186,939. The
2004 tax levy was .2813 mills for general operating purposes raising $55,583 for general operating
purposes.

Buildings, equipment, and vehicles are depreciated using the straight-line method over the following
useful lives:

Buildings and additions 50 years
Office furnishings 5-20 years
Library books, periodicals, etc. 10 years
Other equipment 5-20 years

Comparative Data/Reclassifications - Comparative data is not included in the Library's financial
statements.

15
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Ogemaw District Library
Notes to Financial Statements
September 30, 2005

Note 2 - Stewardship, Compiliance and Accountability

Budgetary Information - Annual budgets are adopted on a basis consistent with generally accepted
account principles and state laws for the general fund. All annual appropriations lapse at fiscal year
end.

The budget document presents information by fund and function. The legal level of budgetary control
adopted by the governing body (i.e., the level at which expenditures may not legally exceed
appropriations) is the function level. State law requires the Library adopt its budgets by October 1.
Expenditures in excess of amounts budgeted is a violation of Michigan Law. State law permits
Libraries to amend its budget during the year. During the year the budget was amended in a legally
permissible manner.

Encumbrances are not liabilities and, therefore, are not recorded as expenditures until the receipt of

materials or services. For budgetary purposes, appropriations lapse at fiscal year end and outstanding
encumbrances are reappropriated in the next year.

Note 3 - Deposits and Investments

A reconciliation of cash and investments as shown in the financial statements to the Library's deposits
and investments is as follows:

Government-wide Financial Statement Captions:
Cash and cash equivalents $ 308,399

Notes to Financial Statements:

Deposits $ 308,199
Cash on hand 200
Total $ 308,399

Interest rate

In accordance with its investment policy, the Library will minimize interest rate risk, which is the risk
that the market value of securities in the portfolio will fall due to changes in market interest rates, by:
investing operating funds primarily in shorter term securities and limiting the average maturity in
accordance with the Library's cash requirements.

16




Ogemaw District Library
Notes to Financial Statements
September 30, 2005

Note 3 - Deposits and Investments (Continued)

Credit risk

State law limits investments in commercial paper and corporate bonds to a prime or better rating issued
by nationally recognized statistical rating organizations (NRSRPs). The Library has no investments for
which ratings are required.

Custodial credit risk - deposits

In the case of deposits, this is the risk that in the event of a bank failure, the Library's deposits may not
be returned to it. State law does not require and the Library does not have a policy for deposit custodial
credit risk. At September 30, 2005, $181,847 of the Library's bank balances of $308,372 was exposed to
custodial credit risk because it was uninsured.

The Library Board is authorized to designate depositories for Library funds, and to determine that the
funds are invested in accordance with State of Michigan statutory authority.

The Library's deposits are in accordance with statutory authority.
Note 4 - Receivables

Receivables as of year-end for the Library's major funds, including applicable allowances of uncollectible
accounts, are as follows:

General

Receivables: Fund
Intergovernmental $ 657
$ 657

Governmental funds report deferred revenue in connection with receivables for revenue that are not
considered to be available to liquidate liabilities of the current period. Governmental funds also defer
revenue recognition in connection with resources that have been received but not yet earned. At the end
of the current fiscal year, the various components of deferred revenue are as follows:

Unavailable Unearned
Deferred revenue:
Restricted grants $ - $ 2,624
5___0 __2.624
Total deferred revenue $ 2,624
17




Ogemaw District Library
Notes to Financial Statements
September 30, 2005

Note 5 - Capital Assets

Capital assets activity of the Library's Governmental activities were as follows:

Balance Balance
10/1/04 Additions Deletions 9/30/05

Capital assets not depreciated:
Land 3 4500 § - % -3 4,500
Capital assets being depreciated:
Buildings 103,853 - - 103,853
Furniture and fixtures 5,055 - 5,055
Machinery and equipment 30,562 - - 30,562
Books, Audio-Visual materials, etc. 246,285 23,144 14,147 255,282

Subtotal 390,255 23,144 14,147 399,252
Accumulated Depreciation
Buildings 26,861 3,219 - 30,080
Furniture and fixtures 1,683 253 1,936
Machinery and equipment 24,644 4,468 - 29,112
Books, Audio-Visual materials, etc. 131,337 24,402 14,147 141,592

Subtotal 184,525 32,342 14,147 202,720

Net capital assets

being depreciated 205,730 (9,198) - 196,532

Governmental Activities

Total Capital Assets net

of Depreciation $ 205730 % (9,198) $ 0 $ 196,532

Depreciation expense was charged to programs of the primary government as follows:

Governmental activities:

Culture $ 32,342
Total governmental activities 3 32,342
18




Ogemaw District Library
Notes to Financial Statements
September 30, 2005

Note 6 - Risk Management

The Ogemaw District Library is exposed to various risks of loss related to theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters, These risks ars
covered by insurance purchased from independent insurance companies. Settled claims from these risks
have not exceeded insurance coverage for the last three years.

Note 7 - Unemployment Compensation

The Ogemaw District Library is a reimbursing employer to the State of Michigan, Department of Consumer
& Industry Services and as such is responsible to pay the Agency for all benefits paid and charged to the
Library. As of September 30, 2005, there are no known liabilities paid by the Agency.
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Ogemaw District Library
Budgetary Comparison Schedule - General Fund
September 30, 2005

Variance
Budgeted Amounts With
Original Amended Amended
Budget Budget Actual Budget
Fund Balance - Beginning of year $ 257652 § 257652 & 257652 % -
Resources (Inflows)
Property taxes 53,000 55,263 55,587 324
State-shared revenues 10,212 10,194 10,195 i
Local grants 1,500 2,050 2,050 -
Charges for services 4,350 4,212 4,421 209
Penal fines 130,283 160,577 149,083 (1,494)
Interest earnings 1,300 1,300 3,399 2,099
Other 4,360 5,490 6,218 728
Amounts available for appropriation 205,005 229,086 230,953 1,867
Charges to Appropriations (Outflows)
Current:
Culture 182,821 171,892 170,328 1,564
Capital outlay 24,100 24,100 23,144 956
Total charges to appropriations 206,921 195,092 193,472 2,520
Fund Balance - end of year $ 255736 § 290,746 $ 295133 g 4,387
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Revenues

Tax levy

State
Local

Charges for services:

Penal

grants
grants

Fax machine
Copy machine

Ogemaw District Library

Detailed Statement of Revenues
Year Ended September 30, 2005

Fees, book sales, book fines

Books for patrons

Miscellaneous

Total charges for services

fines

Interest earnings
Miscellaneous:

Memorials
Donations
Miscellaneous

Total miscellaneous

Total revenues

21

Actual

$ 55,587
10,195
2,050

1,704
2,118
344
156
99

4,421

149,083
3,399

415
5,684
119

6,218

$ 230,953




Ogemaw District Library
Detailed Statement of Expenditures
Year Ended September 30, 2005

Actual
Expenditures
Current:

Wages $ 104,700
Payroll taxes 8,028
Employee benefits 6,780
Library supplies 3,940
Maintenance supplies 684
Postage 468
Periodicals - newspapers 1,475
Leased audio 4,100
Reading program 2,049
Fees 103
Contractual services 3,922
Memberships 5,659
Workshops 1,418
Insurance 6,620
Utilities 16,619
Repairs and maintenance 2,507
Copy machine 881
Miscellaneous 375

Total current 170,328

Capital outlay:

Capital outlay - books and audio-visual 23,144

Total capital outlay 23,144

Total expenditures $ 193,472
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